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5192-S AMS ZARE S2234. 2

SSB 5192 - S AMD 50
By Senator Zarelli

ADOPTED 03/ 10/ 2003

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEWSECTION. Sec. 1. The outlook for the state's pension system
is dramatically affected by the performance of the state investnent
boar d. The recent performance of all pension funds throughout the
country has resulted in a greater enphasis on investnent expertise and
accountability for investnent decisions.

The legislature has determned that particular roles and
responsibilities are appropriate for various nenbers of the investnent
boar d. In delineating these roles and responsibilities, a system of
accountability for performance is an essential el enent.

The legislature also finds that an exam nation of Washington
i nvestnment opportunities wthin the context of Wshington's overal
i nvestnment strategy for diversification and nmaximzing returns is an
appropriate role of the state investnent board and that additiona
resources may be necessary to fully consider those investnents.

NEW SECTION. Sec. 2. (1) The state investnment board shal
maintain a portion of +the board' s investnment portfolio in the
t echnol ogy i nvestnent account, an account that shall be accounted for
separately and apart from other noneys invested by the board.
I nvestnents from the account nay be made in technol ogy businesses.
These investnents may be nade directly by the board or through the
board's investnent advisors, including venture capital firns. The
earnings on the technol ogy investnent account nust be accounted for
separately fromother investnents nmade by the board.

(2) Investnments under this section nust be made in a manner
consistent with investnment or managenent criteria established by the
boar d. In making investnents of noneys in the technol ogy investnent
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account, the primary investnent objectives are to naximze return at a
prudent |evel of risk, as required by RCW 43.33A. 110, and to maintain
a diversity of investnent as required by RCW 43.33A.140. In choosing
anong equal investnent opportunities that satisfy these investnent
obj ectives, the board shall give priority to those investnments fromthe
account that help attract or assist technol ogy businesses in the state,
including investnments in technol ogy businesses seeking to |ocate or
expand in this state.

(3) The state investnment board shall hire or designate fromits
current staff, at |east one experienced full-tine staff person to
research, investigate, and reconmend to the state investnent board, if
appropriate, and subject to the standards of investnent and managenent
under RCW 43.33A. 110 and this section, investnment opportunities in
technol ogy businesses that are located in, have a substantial
enpl oynent base in, nmake a significant economc contribution to, or are
seeking to locate or expand in, Washington state. The departnent of
comunity, trade, and econom c devel opnent is responsible for actively
mar keting the technol ogy investnent account to businesses seeking to
| ocate or expand in Washington and shall work in conjunction wth
appropriate staff of the state investnment board to coordinate
information on technology businesses interested in |locating or
expandi ng i n Washi ngt on.

(4) As used in this section "technol ogy business" neans a conpany
that has as its principal function the providing of services including
conput er, i nformation transfer, conmmuni cati on, di stribution,
processing, admnistrative, |aboratory, experinental, developnental,
technical, testing services, manufacture of goods or materials, the
processing of goods or materials by physical or chemcal change,
conputer-rel ated activities, roboti cs, ener gy, bi ol ogi cal or
pharmaceutical industrial activity, or technol ogy-oriented or energing
industrial activity.

Sec. 3. RCW43.33A.020 and 2002 ¢ 303 s 1 are each anended to read
as follows:

There is hereby created the state investnment board to consist of
((H+t+teen)) nenbers to be appointed as provided in this ((seet+on))

chapter.
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NEW SECTION. Sec. 4. There is hereby created an audit and

accountability commttee of the state investnent board consisting of
not nore than five voting nenbers of the investnent board. The audit
and accountability commttee nenbers are appointed by the state
i nvest ment board chairperson

At | east one nenber of the audit and accountability commttee nust
be a representative of one of the retirenent system beneficiaries.

NEW SECTION. Sec. 5. The state treasurer or a designee is a
menber of the state investnent board. In addition to serving as a
fiduciary trustee, the state treasurer serves as a nenber of the audit
and accountability commttee. The state treasurer will use his or her
expertise in financial markets to assist the accountability review
process for the state investnent board. The state treasurer wll also
assist in identifying in-state investnent opportunities that neet or
exceed out-of-state investnent returns. The state treasurer will work
with the chair of the state i nvestnent board and i nvestnent board staff
to develop and inplenent an outreach program to Washington citizens.
The purpose of the outreach program is to increase awareness of the
performance of the pension fund and to encourage public review of the
investnment portfolio performance in aggregate. The state treasurer
will report to the investnent board at | east twice a year the extent of
t hose outreach efforts and any significant concerns or issues raised by
the public regarding the state investnent board.
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NEW SECTION. Sec. 6. One nenber of the state investnent board is
an active nenber of the public enployees' retirenent system and has
been an active nenber for at least five years. This nenber is
appoi nted by the governor, subject to confirmation by the senate, from
a list of nomnations submtted by organizations representing active
menbers of the system |In addition to serving as a fiduciary trustee,
this menber will use his or her position as a representative of pension
fund beneficiaries to work wth state investnent board staff to
participate in an outreach program specific to the public enployees'
retirement system beneficiaries. At a mninmum the outreach program
will include nmaking available a witten annual report to public
enpl oyees and an annual neeting for public enployees detailing board
performance and investnent objectives. The public enployees' board
menber wll also assist in identifying issues relevant to public
enpl oyees' for which the state investnent board is held accountable,
and will provide a quarterly report to the board on those issues.

NEW SECTION. Sec. 7. One nenber of the state investnent board is
an active nenber of the |law enforcenment officers' and fire fighters'
retirement system and has been an active nenber for at |east five
years. This nmenber is appointed by the governor, subject to
confirmation by the senate, from a list of nomnations submtted by
organi zations representing active nenbers of the system In addition
to serving as a fiduciary trustee, this nmenber will use his or her
position as a representative of pension fund beneficiaries to work with
state investnent board staff to participate in an outreach program
specific to the | aw enforcenent officers' and fire fighters' retirenent
system beneficiaries. At a mninmum the outreach programw | include
maki ng available a witten annual report to | aw enforcenent officers’
and fire fighters' enpl oyees and an annual neeting for |aw enforcenent
officers' and fire fighters' enployees detailing board performance and
i nvestment objectives. The Ilaw enforcenent officers’ and fire
fighters' board nenber will also assist in identifying issues relevant
to law enforcenment officers’ and fire fighters' for which the state
i nvestnment board is held accountable, and will provide a quarterly
report to the board on those issues.
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NEW SECTION. Sec. 8. One nenber of the state investnent board is
an active nenber of the teachers' retirenent system and has been an
active nenber for at least five years. This nenber is appointed by the
superintendent of public instruction subject to confirmation by the
senat e. In addition to serving as a fiduciary trustee, this nmenber
will use his or her position as a representative of pension fund
beneficiaries to work with state investnent board staff to participate
in an outreach program specific to the teachers' retirenent system
beneficiaries. At a mninum the outreach programw | include making
available a witten annual report to teachers' retirenent system
enpl oyees and an annual neeting for teachers' retirenent system
enpl oyees detailing board performance and investnent objectives. The
teachers' board nenber will also assist in identifying issues rel evant
to teachers for which the state investnent board is held accountabl e,
and will provide a quarterly report to the board on those issues.

NEW SECTION. Sec. 9. One nenber of the state investnent board is
an active nenber of the school enployees' retirenent system and has at

| east five years of service credit. This nenber is appointed by the
superintendent of public instruction subject to confirmation by the
senat e. In addition to serving as a fiduciary trustee, this nmenber
wll use his or her position as a representative of pension fund

beneficiaries to work with state investnent board staff to participate
in an outreach program specific to the school enployees' retirenent
system beneficiaries. At a mninmum the outreach programw | include
maki ng available a witten annual report to school enployees and an
annual neeting for school enployees detailing board performnce and

i nvest ment obj ecti ves. The school enployees' board nenber will also
assist inidentifying issues relevant to school enployees for which the
state investnent board is held accountable, and wIll provide a

quarterly report to the board on those issues.

NEW SECTI ON. Sec. 10. One nenber of the state investnent board is
a retired nenber of a state retirement system and is appointed by the
governor subject to confirmation by the senate. |In addition to serving
as a fiduciary trustee, this nenber will use his or her position as a
representative of pension fund beneficiaries to work wth state
i nvestment board staff to participate in an outreach program specific
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to retired beneficiaries. At a mninum the outreach program wll
i nclude making available a witten annual report to retirees and an
annual neeting for retirees detailing board performnce and i nvest nent
objectives. The retirees' board nenber will also assist in identifying
issues relevant to retirees for which the state investnment board is
hel d accountable, and will provide a quarterly report to the board on
t hose i ssues.

NEW SECTION. Sec. 11. The director of labor and industries is a
menber of the state investnent board, representing an agency that is
responsible for admnistering prograns supported by state investnent
board ear ni ngs. In addition to serving as a fiduciary trustee, the
director of labor and industries will work with state investnent board
staff to inplement a process for reporting state investnent board
earni ngs and investnent objectives to those businesses in WAshington
state that provide the funding for the prograns adm nistered by the
departnment of Jlabor and industries that are supported by state
i nvest nent board earnings.

NEW SECTION. Sec. 12. The director of retirenent systens is a
menber of the state investnent board, representing an agency that is
responsible for admnistering prograns supported by state investnent
board ear ni ngs. In addition to serving as a fiduciary trustee, the
director of retirenment systens will inplenent a process of reporting
state investnment board earnings to the constituents of retirenent
systens.

NEW SECTION. Sec. 13. The performance of the state investnent
board has a profound effect on the state budget and the interests of
the people of the state. Accordingly, the governor or the governor's
designee is a nenber of the state investnent board. In addition to
serving as a fiduciary trustee, the governor will work with the state
i nvestment board staff to devel op and inplenent an outreach programto
Washi ngton citizens. The intent of the outreach programis to increase
awareness of the performance of the pension fund and to encourage
public review of the investnent board's performance.
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NEW SECTION. Sec. 14. The performance of the state investnent
board has a profound effect on the state budget and the interests of

the people of the state. Accordingly, one nenber of the state
i nvestnment board is a nenber of the state house of representatives.
This nmenber is appointed by the speaker of the house of
representatives. In addition to serving as a fiduciary trustee, this

menber is responsible for reporting to the relevant commttees in the
house of representatives on the status of the funds for which the state
i nvestment board is responsible and account abl e.

NEW SECTION. Sec. 15. The performance of the state investnent
board has a profound effect on the state budget and the interests of

the people of the state. Accordingly, one nenber of the state
investnment board is a nenber of the state senate. This nenber is
appoi nted by the president of the senate. In addition to serving as a

fiduciary trustee, this nmenber is responsible for reporting to the
relevant commttees in the senate on the status of the funds for which
the state investnent board is responsible and account abl e.

NEW SECTION. Sec. 16. The performance of the state investnent
board has a profound effect on | ocal governnent fiscal systens and the
interests of people in our communities. Accordingly, one nenber is
appoi nted by the governor, subject to confirmation by the senate, from
alist of nomnations submtted by cities and counties participating in
pensi on systens supported by the state investnment board. In addition
to serving as a fiduciary trustee, this nenber is responsible for
reporting to the appropriate | ocal governnment entities on the status of
the funds for which the state investnent board is responsible and
accountable. The |ocal governnent designee will work with the state
i nvestment board staff to devel op and inplenent an outreach programto
Washi ngton citizens. The intent of the outreach programis to increase
awareness of the performance of the pension fund and to encourage
public review of the investnent board's performance.

NEWSECTION. Sec. 17. Expertise in investnent decisions is sought
by the inclusion of five nonvoting nenbers appointed by the state
i nvestnment board after nomnation by the audit and accountability
commttee, who are consi dered experienced and qualified in the field of
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i nvest nent s. At least one of the nonvoting nenbers nust have
experience in investing in conpanies, funds, or other investnents that
are located in, have a substantial enploynent base in, or nmake a
significant econom c contribution to, Washi ngton state.

NEW SECTION. Sec. 18. (1) Al nmenbers of the state investnent
board, except nonvoting nenbers, |egislative nenbers, and ex officio
menbers, serve terns of three years and hold office until successors
are appointed. Menbers' terns, except for nonvoting nmenbers, commence
on January 1st of the year in which the appointnents are nade.

(2) Menbers may be reappointed for additional terns. Appointnents
for vacancies are nade for the unexpired terns in the sane manner as
the original appointnents. Any voting nenber may be renoved fromthe
state investnent board for cause by the nmenber's respective appointing
authority. The five nonvoting nmenbers serve for a term determ ned by
the audit and accountability commttee, which may not exceed two years.
Nonvoting nenbers may be renoved from the board by the audit and
accountability commttee at any tine with or w thout cause.

(3) The legislative nenbers serve terns of two years. The position
of a legislative nenber on the state i nvestnent board becones vacant at
the end of that nenber's termon the state investnent board or whenever
the nmenber ceases to be a nenber of the senate or house of
representatives fromwhich the nenber was appoi nt ed.

Sec. 19. RCW 43.33A. 040 and 2002 c 303 s 2 are each anended to
read as foll ows:

(1) A quorumto conduct the business of the state investnent board
consists of ((at—teast—six)) a mpjority of the voting nenbers serving
on the board. No action may be taken by the board wthout the
affirmative vote of ((stx—nenbers)) a mpjority of the voting nenbers
serving on the board.

(2) The state investnent board shall neet at |east quarterly at
such tinmes as it may fix. The board shall elect a chairperson and vice
chai rperson annual ly: PROVIDED, That the |egislative nenbers are not
eligible to serve as chairperson

NEW SECTION.  Sec. 20. Sections 2 and 4 through 18 of this act are
each added to chapter 43. 33A RCW
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NEW SECTION. Sec. 21. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
i mredi ately."

SSB 5192 - S AMD 50
By Senator Zarelli

ADOPTED 03/ 10/ 2003

On page 1, line 1 of the title, after "investnents;" strike the
remai nder of the title and insert "anending RCW 43.33A 020 and
43. 33A. 040; addi ng new sections to chapter 43.33A RCW creating a new
section; and declaring an energency."”

EFFECT: The stri ki ng anmendnent nmakes the foll owi ng changes to the
substitute: (1) darifies accounting requirenents for the technol ogy
i nvestment account; (2) deletes reporting requirenents of the audit and
accountability commttee in recognition such reporting al ready occurs;
(3) requires voting nmenbers to engage in outreach to i ncrease awar eness
of the pension fund' s performance; and (4) adds a |ocal governnent
representative to the board and accordingly adjusts the quorum
requi renents.

--- END ---
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